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Intercarrier Compensation for ISP-Bound Traffic, CC Docket No. 99-68; 
Core Communications Petition for Forbearance, WC Docket No. 03-171; 

  
 
Dear Ms. Dortch: 
 
 On July 24-25, 2005, the NARUC Intercarrier Compensation Task Force met.  FCC staff 
including Jane Jackson and Randy Clarke of the Wireline Competition Bureau were in 
attendance.  I submit this letter and the attached exhibits to reflect my presentations and 
discussions on behalf of Level 3 Communications, LLC at that meeting as relevant to the above-
mentioned dockets. 

 On Monday, July 25, 2005, Robert Blau, Vice President for Executive and Federal 
Regulatory Affairs for BellSouth Corp., presented components of BellSouth’s proposed unified 
rate plan for intercarrier compensation.  Mr. Blau also distributed the attached chart, see Tab A, 
entitled “The Continuing Problem With Reciprocal Compensation For One-Way Dial-Up 
Internet Access” (“BellSouth Chart”).   

 I made the point that, although highly misleading in its graphical presentation, this chart  
confirms that notwithstanding any asserted increase in minutes of dial-up Internet access per 
user, the decline in dial-up Internet households is undisputed, as is the decline in ISP-bound 
compensation.  Although somewhat obscured in the BellSouth Chart, the decline in dial-up 
Internet households cannot be missed in the revised chart, see Tab B, entitled “The Continuing 
Problem With Reciprocal Compensation For One-Way Dial-Up Internet Access???,” which 
relied entirely on the data contained within the BellSouth Chart.   Thus, BellSouth’s information 
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shows that the number of dial-up households is expected to be 44 million in 2005, falling to 23 
million in 2009, a decline of nearly 50% percent over the five year period.   

 More importantly, however, the BellSouth Chart also shows that, beginning as early as 
2005, this decline in dial-up subscribership overtakes any projected increases in dial-up minutes 
of use per subscriber.  While BellSouth’s data does estimate a slight increase in minutes of use 
per week per dial-up household for the 2005-2009 period, the actual amount of dial-up reciprocal 
compensation exposure – which tracks overall dial-up minutes of use – shows a continuous drop.  
At the dial-up ISP-bound rate cap for of $0.0007/minute, for example, BellSouth projects its 
dial-up reciprocal compensation to decrease from $677 million in 2005 to $630 million in 2006, 
$592 million in 2007, $511 million in 2008 and $435 million in 2009.   

 Thus, BellSouth now estimates that the number of overall dial-up minutes of use is 
falling as early as 2005.  This stands in sharp contrast to BellSouth’s October 2004 letter to the 
Commission, which supplied a chart projecting increases in dial-up minutes of use until 2007.  
See Letter from Herschel L. Abbot, Jr., BellSouth, to FCC Secretary, CC Docket Nos. 99-68 & 
96-98 (filed October 1, 2004), corrected, Letter from Bennett L. Ross, BellSouth, to FCC 
Secretary, CC Docket Nos. 99-68 & 96-98 (filed December 17, 2004).  SBC relied on 
BellSouth’s 2004 statistics to seek reconsideration of the Commission’s decision to forbear from 
the growth caps and new markets rule.  See SBC Communications Inc, Petition for 
Reconsideration, WC Docket No. 03-171 at 7 (filed Nov. 17, 2004).  BellSouth’s own newest 
information removes any factual basis for those arguments. 

 In addition, attached at Tabs C and D are copies of slides and a written presentation 
provided to the Task Force regarding the scope of Section 251(b)(5).  My oral presentation on 
these points is fully summarized by these materials. 
 
 In accordance with FCC rules, a copy of this letter is being filed electronically in the 
above-referenced dockets. 
 

      Respectfully submitted, 

       /s/ 

      John T. Nakahata 
      Counsel for Level 3 Communications, LLC 
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